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for effective internal manarement and for pathedina”.’ The latter 
pReovides for the addition of an Assistant Secretary of the Wevy 
for financial management. 
The work of several legislative and executive committees has 
resulted in acceptance of many recommendations for chanres in 
Wavy financial management. The most important contributi-n was 
made by the Commission on Organization cf the Executive Branch 
of the Government, which was established by Conrress in 1947. 
Popularly known as the Hoover Cemmission, tne rroup made numerous 
recommendatirns, many of which were incluced in Title IV of the 
National Security Act Amendments of 1949 © 
In 1953, Secretary of Defense #ilson established the Advisory 
Committee on “iscal Organiraticon and Procedures under the chair- 
Henship of Mr. Charles FP, Cooper. ‘Tne odjective of the study 
Se csuecea Dy Br. Wilsen in the enabling letter to the committee 
"ts to develop recommendations for an effective, simplified and 
Srandardized fiscal and reporting. syste#, as well as an improved 
Srmgeanizaticn for all financial watters, in the entire Department 
of Defense". ? me committee report surrestec detailed ivprovenents 


be rade in the budretine and accountine procedures used in the 
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T arthur Smithies, The Ruasetary 
(New York: MeGraw-Hill Book Company, Inc., 1955 


o See Frederick ©. hosher, Prorram Budreetine: Theory and 
Practice (New York: Fublic idministraticn Service, 1954), p.37- 
4D For the story of now the Hoover Commissirn Ocfense Task Force 
recommendations. formed the basis of Title IV. 
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Department of Defense and the three services. The recommendations 

























and resulting chances in Navy financial manarement will be covered 
in later cnavters. 

In October 1953, the Secretary of the Navy established a 
Committee on Organization of the Department of the Navy under 
Tomas S. Gates, Jr., Chairman. After reviewins the financial 
Maenacement Tunction, the committee recommended the addition of 
am Assistant Secretary for Financinl Management. Conrress con- 
Gurred and passed Public Law 552, “3rd Consress. 

The latest in the series of studies of Navy Vepartment orran- 
igation has just been completed under the direction of Navy 
Under-Secretary, William 8B. Franke. hkesults of the study have 
not been released as of this writing, but chances in organization 


for financial management are expected. 


Need For Study Of Financial Imanscement 





From this brief review of the major Coneressional and Execu- 
tive incuiries, it is anparent tnat sound financial manearement 
2s of primary importance to all concerned. It is safe to say 
that the recent ten year period is comparable tc no otner with re- 
mpect to the close study of financial management in the Nevy. 
Indeed, this is true of the entire epartment ~f Defense. 
Heightened interest in defense fiscal affairs nas been 
broucht about not so much by evidence of poor manaremnent in the 
past, but rather by the need to assure optimum use of the nation's 
resources. Military expenditures in recent years have required 


an increasing proportion of the nation's rroductive wealth. In 
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Accounts .°° This sroup of offices is now subordinate to the 


Assistant Comptroller, dAccounting and Finance. 


Accountine 

The transfer order noted adove also reguired movement of the 
Havy Regional Accounts Office from the 3ureau of Supplies and 
Accounts to the Office of the Comptroiler. These offices, used 
Bramerily for payment of contractors and dealers, are to be given 
responsibility for collecting, conscliéating and reporting detailed 
Pecountine data generated oy field activities and operating units 
afinoat. Summary information will be forwarded to control accounts 


maintained in the Office of the Comptroller. 


Summary 


Orgenizationally speaking, the Office of the Comptroller as 
presently constituted meets all the requirements and objectives 
of Title IV. Ideally there should be an assistant seerstary with 
the financial management ac his exle responsibility, out re- 
strictions on the number of secretaries dictate assirnment of 
multiple duties. While the Navy was working toward interration 
Sr tisee!l functions at the time when the functian of comptroller- 
ship was adopted, there seems little doubt that establisiment of 
the Comptroller in the Navy by Title IV has expedited tne formation 


of a sound financial manarement organizational structure, 





25y, 3. Department of the Navy, Orfice of the Secretary of 
the Navy, Instruction 5430.43 of 6 November 1958, 
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Reeent Navy employment of manamement tools in the field of 
work measurement, accrual accounting anc cost accountine, have 
provided the Comptroller with the necessary yardstick for measure- 
ment of the accuracy of budrect estimates. tHe can vroperly justify 
the request for funds which he submits for his commander's anproval 


meeeor to forwarding for analysis by higher authority. 


Peacet Formulation Role Of The Comptroller At Bureau Level 





All of the recuests orlicinating in the field must be reviewed 
ana intesreted into the budret of the pureau exercisins fiscal 
control. The bureau Comptroller must analyze the individual sub- 
missirns for adherence to fmuidance relating to planned level of 
operation and validity of cost estimates. Cost comparisons witn 
Similar units and past verformance provide a sound basis for 
evaluation. 

In addition, the Comptroller at this level must originate 
Dbudeet estimates for pvrorrams such as construction and conversion 


Of ships and aircraft, maintenance and oreration of shivs and 
alreraft and procurement and construction. Develrpment of cost- 
based budgets in these areas is in its infancy. Military and 
Civilian personnel appropriations, which ere prepared at this 
level, are presented on a cost basis. 

Toner? is lLittbe historical basis for costing in many of the 
areas encompassed by toe above appropriation. COrst forecasting 
@; 208 best can be a food approximation, at its Worst it 1s so 


inaccurate as to lese its value as a management tool. Over ex- 
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Expanded Usace Of Workinse Capital Funds 
Navy Stock Fund 

Originally conceived to finance the purchase and replenish- 
ment of ordinary commercial sunolies commonly used by tne Navy, 
the Navy Stock Fund has been continually exnanded to include a 
growines list of stores and materials. At the time wnen Title IV 
Was enactéd, the inventory, controlled by tre Bureau of Supulies 
and Accounts, was limited to general stores materials, clothing 
and small stores, special clothing, ship's store and commissary 
Store stock, subsistence stores and fuel, lubricents and petroleum, 

Pursuant to authority granted by Title IV, the Navy Stock 
Puna inventory has been expanded to include vehicular eouipment 
repair parts, shipboard electrical fittings and fixtures, forms 
and publications, pnotorrannic material, electronic repair parts, 
Submarine repair parts, and shipbuilding materials. The next phase 
of inventory capitalization is planned to include material aboard 
all tenders and repair ships pendins the outcome of a one year 
tESt program involving four selected tender and repair ships. 

The principal advantare to be gained as more material is 
gmcluded in the Navy Stock Fund is the consolidation of inventory 
Seecounts. The inventory manarer is in a poositinon to negotiate 
more favorable procurement contracts, as well ae compile more 
@ccurate usage data. Tne use of the fund also facllitates appro- 
priation and cost accounting and simrlifies budeet justification 
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APPREDIA A 


Naval Aorropriation Act 1947 
(Appropriation Titles) 


ar oet makine appreprietione for the Navy Devartment and the 
Maval Service for the fiecal year ending Jume 30, 1947, and for 
Other purposes (GO Statute 401-495), 


OfTicé of the Secretary 
Mise. Expenses, Navy 
Gantingencies of the Navy 
Research, Navy 
Operntion and Conservation of Neval Petroleum Reserves 
txploration of Naval Petroleum Reserve No. 4 
Ocean and Lake Surveys, Navy 


Bureau of Navel Fersonnel 
Navel War Collece 
evel Training Stations! 
San Diero, California 
Newport, Rnode Island 
Great Lakes, Illinois 
Port Depesit, laryland 
Fleet Training, Navy 
Instruction, Navy 
Libraries, Navy 
Jelfare and Recreation, Navy 
Naval Reserve Officers Trainins Oorns 
Mise, Expenses, DBureau of Naval Personnel 
Naval Reserve 
ay, Naval Academy 
Maintenance, Waval Acaceny 
Naval Home, Philadelphia, Pennsylvania 


Bureau of Saivs 
Maintenance, Bureau of Ships 


Bureau of Ordnance 
Ordnance and Ordnance Stores, Navy 


bureau of Supelies and Accounts 

Pay and Subsistence of Neval Personnel 
Trangportation and Recruiting of Naval Personnel 
Maintenance, Sureau of Suoplie® and Accounts 
Transportation of Thinss 

Fuel, Navy 


Be 
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Bureau of Medicine and Surcery 
Medical Department, Navy 


Bumeenmu of Yards and Docks 
Maintenance, Bureau of Yards and Docks 
fepilie @orks, Bureau of Yords and stk 


pureau of Aeronautics 
pviletion, Bavy 


Marine Corrs 

Pay, Merine Corps 

Yay of Civil Force, Office of Commandant of Merine 
Gerps and Director of Fersoennel, Marine Corps 

May SF Civil Fores, Office of Pay Master Geheral of 
Marine Corps; Supply Department, Marine Corns 

may of Ciwil Bereé, Office of the Quartermaster 
General of the Marine Corps; Burrly Department, 
Merine Corps. 

General Expenses, Marine Corps 


Increase and neplacenent of Naval Vensels 
Construction and Mechinery 
mmor, armament, and Ammunition 


Navy Department Gelaries 
Office of Secretary of the Wavy 
General Board 
Naval Examining and Retiring Poards 
Office of Naval Records and Library 
Office of Judce Advocate Ceneral, Navy 
Office of Chief of Naval Overations 
Po2rd of Inspection and Survey 
@iTie® of Direetor of Naval Communications 
Office of Naval Intellisence 
Bureau of Wavel Personnel 
Bydrogr@ onic Office 
Naval Observatory 
Bureau of Ships 
Bureau of Ordnance 
mureeu of Suvniies and secounts 
Sureau of edicine and Surgery 
Bureau of Yards and Docks 
Ssureau of Aeronautics 


Contincent Expenses 
Contingent Expense, Navy Department 
Printing @nd Binding, Navy Denartment 
Contingent and Mise. Expenses, Nydrocraphic oOffiee 
Gontingent and Misc. Expenses, Naval Odservatory 
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APPENDIX B 





Approvriation Titles, 1958 


65th Congress, HR 12738, August 22, 1952 - an act making 
priations for the Devartment of Defense for the fiscal year 
~@ June 30, 1959, and for other purvo>oses (Public Law £5-724). 


Department of the Navy 

Military Personnel, Navy 

Reserve Personnel, Navy 

Navy Fersonnel, General iLxpenses 
Military Personnel, Warine Corps 
Reserve fersonnel, terine Corps 
Marine Corps Procurement 

Marine Corps Troops and Facilities 
Aireraft and Related Procurenent 
Aireraft and Facilities 
shipbuilding and OCcnversion 

siirs and Facilities 

Procurement of Ordnance and Ammunition 
Ordnanee and Facilities 

Medical Care 

Civil Engineering 

Research and Development 
Servicewide Supyly and Finance 
Servicewide Overations 

Naval Fetroleum Reserves 
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